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conveyed free and clear of all blanket liens solely on the developer. In turn, the 
consumer remains protected, as the sale of a timeshare interest to a buyer may not 
close unless it is conveyed to the buyer free and clear of blanket liens. (See HRS 
Section 514E-19.)  

HGV is also in strong support of the amendments being recommended by ARDA Hawaii 
in its proposed HD2. These amendments:  

1. Add language to the new Section 514E-9(5), Hawaii Revised Statute, to provide 
additional clarity; 

2. Add language to the new Section 514E-9(10), Hawaii Revised Statute, to use 
specific language consistent with other sections of 514E to determine materiality; 
and 

3. Add language to the new Section 514E-10.5, Hawaii Revised Statute, to provide 
additional clarity regarding developer's certification of all encumbrances. 

Like many companies in the timeshare industry, HGV has awaited approval for new 
timeshare registration fillings for 12 to 15 months and amendments to existing filings for 
six to nine months. These delays prevent us from submitting all of the filings that we 
would otherwise pursue, making it difficult to realize the benefits and support our 
industry can fully provide to the state. 

Accordingly, HGV Hawaii stands in strong support of this measure, as it seeks to 
resolve ongoing review delays while maintaining high levels of protection for consumers. 
We look forward to working with the Legislature to address the issues this measure 
seeks to resolve.  

Mahalo Nui Loa, 
 
Thomas Goodman  
Vice President, Legal  
Hilton Grand Vacations 
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February 27, 2023

Representative Mark M. Nakashima, Chair
Representative Jackson D. Sayama, Vice Chair
House Con-imittee on Consumer Protection

& Commerce

Re: HB 11 Relating to Time Sharing Plans
Hearing on March 1, 2023, at 2:00 PM
Conference Room 329

Dear Chair, Vice-Chair, and Members of the Committee:

My name is Charles Pear. I am testifying as legislative counsel for ARDA Hawaii.

ARDA Hawaii supports the bill.

This bill is the product of a collaborative effort between ARDA Hawaii and the
Department of Commerce and Consumer Affairs that started back in 2019. The parties are
currently working together on a revised draft. A copy of the most recent ARDA proposal is
attached to the testimony by ARDA.

A. Section 1. Disclosure of Encumbrances.

The developer of a time share plan must provide a disclosure statement on the plan to
each buyer. Under current law, the disclosure statement must list all encumbrances on title to the
time share units.

When the Hawaii time share law was first adopted in 1980, most time share plans were
confined to a single site. Buyers would typically receive a deed of a 1/51st interest in a specific
condominium unit together with the right to use that unit for a specific week in every year.
Listing the encumbrances for a single condominium project was simple and added maybe a page
or two to the disclosure statement. It was also appropriate since the buyer would be a co-owner
of a condominium unit in the condominium project.
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Modem time share plans frequently involve hundreds of units at dozens of sites. I was
recently asked to work on the registration of a project having units in 65 different resorts. The
list of encumbrances is likely to add to the disclosure statement perhaps 50 — 75 pages listing
things like electrical easements, waterline easements, and other legal documents that are not
likely to be of interest to a time share buyer.

In modem time share plans, the buyers do not typically receive a deed of a unit at any
given site. Instead, title is lodged in a land trust, and buyers own a beneficial interest in the trust.
While it may be nice to list the encumbrances, there is a concern that if the disclosure statement
becomes too long, buyers simply will not read any of it.

The most recent joint ARDA and DCCA draft of this bill would address this by dropping
the requirement that all encumbrances be listed in the disclosure statement. In its place, the
disclosure statement would list only material liens, title defects, or encumbrances on or affecting
the title to the units or plan, plus any other lien, title or defect or encumbrance impacting a
purchaser’s utilization of the property, as the director may require.

The disclosure statement would also include a reference to a website on which buyers can
review any other encumbrances on title. The disclosure statement would also include a
statement that the developer has determined that such encumbrances are not expected to directly,
substantially and adversely impact utilization of the property by a purchaser.

B. Section 2. Correction to Cross Reference.

Section 2 is not part of the draft prepared by ARDA with the DCCA. It appears,
however, to simply correct a cross-reference in the existing law.

C. Section 3. Copies of Encumbrances.

At present, the developer submits a registration filing to the Director and the Director
then appoints a consultant to review the filing. The present practice is to include copies of all
encumbrances on title to the time share units in the filing. This bill relieves the consultant of the
obligation to review the encumbrances if the developer either:

1. Certifies that it has reviewed all encumbrances and has determined that the time share
interests are being sold free and clear of blanket liens and other material
encumbrances that may directly, substantially and adversely impact utilization of the
time share property by a purchaser, or

2. Identifies any blanket liens or other material encumbrances, and either (a) describes
how those encumbrances will be addressed, or (b) describes what the impact of such
encumbrances may be to the purchaser.
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ARDA and the DCCA have made substantial progress on this bill over the last 4 years.
We are hopeful that a final bill will be agreed upon in the coming weeks. We would be most
grateful if you would move this bill ahead during this session.

Very truly yours,

MUKAT MacK1NNON LLP

CEP:kn
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